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CORPORATE BACKGROUND AND FOCUS

TriQuint Semiconductor, Inc. is a leading supplier of high-performance components and modules for communications applications. We strive
for diversity in our markets, applications, products, technology, and customer base. Our markets include wireless phones, base stations,
optical networks, and broadband and microwave equipment with a specific focus on RF, analog, and mixed-signal applications. TriQuint provides
customers with standard and custom product solutions as well as foundry services. Products are based on advanced process technologies
including gallium arsenide, silicon germanium, and surface acoustic wave (SAW). Our customers include major communications companies
worldwide. TriQuint has design and manufacturing facilities in Oregon, Texas, and Florida, a production plant in Costa Rica, and design
centers in Massachusettes and Taiwan. All manufacturing and production facilities are certified to the 1ISO9001 international quality standard.

TriQuint was founded in 1985 as a subsidiary of Tektronix and merged with two other gallium arsenide semiconductor companies in 1991.
Over the years, we have grown internally and through acquisitions including the MMIC operations of Texas Instruments in 1998 and the
merger with Sawtek in 2001.

STRATEGIC GROWTH INITIATIVES

Our growth initiatives are focused on expanding our product offerings, adding to our technology portfolio, building customer relations, and
embarking on new strategic partnerships to enable us to grow our business. Over the past year, we added SAW filters by merging with Sawtek
to enable us to offer a complete array of RF products for wireless phones. We expanded our product portfolio in broadband and microwave,
optical networking, SAW filter devices, and modules for wireless phones. New processes and technologies were added, relationships with our
key customers were enhanced, and we entered into new strategic partnerships this past year. We believe these initiatives position TriQuint for
long-term growth and prosperity.
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Uiz PRESIDENT'S LETTER

— Looking back, 2001 was difficult for our industry and business in general. The economic downturn, contracting sales of wireless
phones, and excess capacity in optical networks all contributed to our lower sales and profits. Yet, TriQuint still progressed. Our
most important initiative was the completion of the merger with Sawtek in July 2001. Sawtek’s broad line of filters gives us an
important addition to our product portfolio, which is crucial for fully integrated RF modules for wireless phones. Sawtek has a
track record of superior profits, strong cash flow, and deep engineering talent.

STRATEGIES AND RESULTS

During 2001, we added numerous products to serve our markets including power amps and integrated modules. Through the merger with Sawtek,
we added surface acoustic wave, or SAW, technology to our portfolio. Our design center in Boston made numerous advances in the use of silicon
germanium for wireless phone products, and our Texas R&D center advanced our HBT process to world-class status. We now have a complete
technology portfolio to support all of the primary applications for galiium arsenide, silicon germanium, and SAW-based products.

Customer relationships and strategic partnerships were a focus in 2001. We began working with two significant Korean phone manufacturers to provide
products for their COMA modules. We also announced a partnership with Atmel to develop silicon germanium-based products for the CDMA market.
Lastly, through the merger with Sawtek, we broadened our customer base and strengthened our relationships with several of our most significant customers.

TriQuint is a diversified technology company. Most of our competitors support only a few markets, applications, or customers. Of the four markets we
serve, the largest, broadband and microwave, accounted for 37% of our revenue for 2001 followed closely by wireless phones which accounted for 35%
of revenue. We deliver over 400 products utilizing a variety of technologies. Our diverse customer base has only one customer, Nokia, that accounted
for more than 10% of total revenue. Lastly, our sales are geographically diverse with international sales accounting for about 45% of total revenue, yet
no country other than the U.S. accounted for more than 12% of revenue. Our strength is our diversification.

FINANCIAL PERFORMANCE

TriQuint's revenue decreased from a record $460.6 million in 2000 to $335.0 million in 2001 due to the reduced sales of wireless phones, over-capacity
of optical networks, and lower overall demand for base stations as the network operators reduced capital spending. While the sales level is disappointing
when compared fo last year, it is still up nearly 27% compared to 1999, which was a record year for TriQuint at that time.

QOur gross profit of $135.6 million, equal to 40.5% of net sales, represents one of the highest in our industry. It is lower than last year due to overall
lower sales resulting in underutilization of our factory. Our operating expenses include two significant charges. We incurred approximately $7.5 million
in merger costs. In addition, we wrote down the carrying values of certain fixed assets by $76.9 million due to the low factory utilization. As a result,
.3 our operating expenses were $183.1 million, but net of these items it was $98.6 million compared to $85.7 million last year. We also had two other
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WIRELESS PHONES

— TniQuint offers a complete line of RF products
including modules.

— TriQuint supports CODMA, TDMA, GSM,
and their 2.5G and 3G evolutions.

TriQuint is strategically positioned to provide not only the broadest product offering for the
radio frequency (RF) front-end portion of wireless phones, but also to integrate many of the
functions into module form. The merger with Sawtek now provides us with a full range of RF
and intermediate frequency (IF) SAW filters that can be sold as part of our broad product offering
or integrated into modules along with our various transceiver and power amplifier products.

During 2001, we announced a wide range of new products including HBT power amps, silicon
germanium-based products, SAW-based duplexers, and various receivers. Our SAW-based
RF filters, introduced last year, gained significant market acceptance and are now our highest
unit volume product.

Our products are designed on various wafer substrates ranging from gallium arsenide, silicon
germanium, quariz, and lithium tantalate using a variety of technologies including pHEMT, HBT,
HFET, MESFET, and SAW. The depth of our technology portfolio enables us to design virtually
any product in the RF front-end section of a wireless phone.

WORLDWIDE WIRELESS PHONE SHIPMENTS
Source: CIBC World Markets, Globile Mobile, Gartner Group

TriQuint sells products to virtually all of the worldwide phone manufacturers. Our diversified
customer base is a who's who of the telecom market. Our largest customer was Nokia, accounting
for 15% of our revenue. No other customer accounted for more than 10% of revenue. We serve
all of the major air interface protocols from TDMA, which is the largest standard in the U.S., to
CDMA, which dominates Korea and is gaining wide acceptance in the U.S. and China, and have
begun entry into GSM, which is used throughout Europe and is the leading standard worldwide.
The wireless phone market opportunity is huge, with well over 400 million wireless phones
expected to be sold in 2002 with continued double-digit growth.
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— TriQuint offers a broad product line to support

OPTIGAL NETWORKS

converging telecom and datacom optical networks.

TriQuint's new products are directed at the high
data rate metro transport and access markets.

TriQuint's revenue in the optical networking market declined in 2001 due to the excess capacity
installed by network operators in previous years. The long-haul and slower data rate markets
were most severely impacted with all of our large customers posting significantly lower sales.
TriQuint introduced numerous new products and won significant design wins in the metro transport
and access markets, which we believe will be the quickest to recover. In addition, TriQuint
gained share in the 10 gigabits per second (Gb/s) components market with a family of high-
performance laser drivers and amplifiers in 2001. The target customers were not only the system
OEMs, but also the module companies focused on integrating multiple functions. Design wins
are increasing in both the 10 Gb/s and 40 Gb/s product areas.

Even in the current depressed economic market, data traffic is estimated to double each year for
the foreseeable future. As the carriers reach network and route capacity, new optical systems
will be deployed to support the demand for network infrastructure build-out.

TriQuint's optical networking products specifically target the need for high-performance, integrated
devices for the telecom/datacom infrastructure build-out. TriQuint sells analog, mixed-signal, and
digital functions in this market, which address the performance-critical, high-speed signal path.
Specific products offered by TriQuint include multiplexers and demultiplexers, laser/modulator
drivers, photo detectors, transimpedance amplifiers, and limiting/AGC amplifiers in both custom
and standard products. The technology behind these products has evolved through years of
research and development and custom product designs in the high-performance telecom
integrated circuit market.

$10B

$58
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MANUFAGTURING OPERATIONS

PORTLAND, OREGON

Our headquarters is in Hillsboro, Oregon, located near Portland. This facility has 254,000 square feet including our corporate
headquarters and the headquarters for three of our divisions: wireless communications, telecom, and foundry. Our wafer fab is
located here in a 76,000 square foot building with 23,000 square feet of class 10 clean room. During 2001, we began the upgrade
from 4" to 6" wafers, added HBT, pHEMT, and other processes, and improved yields to over 90%.

DALLAS, TEXAS

Our Texas operation is a state-of-the-art 420,000 square foot facility located in Richardson, Texas, including nearly 60,000 square
feet of clean room. This facility has very specialized equipment, including E-beam, epi, and via capability for high-reliability
products serving our markets. We are in the process of completing our administration and engineering addition for this operation
to enable us to consolidate our operations in a single site by summer of 2002.

ORLANDO, FLORIDA

Sawtek’s headquarters and wafer fab is in Apopka, Florida, located near Orlando. it is a 93,000 square foot state-of-the-art facility
with nearly 16,000 square feet of clean room of which 2,500 square feet is class 10 wafer fab for manufacturing of surface acoustic
wave filters for wireless phones, base stations, and broadband and microwave markets.

SAN JOSE, COSTA RICA

Qur Costa Rica facility is the home of Sawtek’s offshore state-of-the-art production plant for SAW filters. 1t is a 60,000 square
foot facility with over 19,000 square feet of clean room space, located in the Metro Free Trade Zone near the San José
International Airport. The facility operates free of most tariffs and income taxes and is used to assemble, package, test, and ship
final product to customers. Sawtek began operations in Costa Rica in 1996.
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MANAGEMENT'’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion and analysis in conjunction with our financial
statements and the related notes included elsewhere in this Annual Report to Stockholders
and the Selected Consolidated Financial Data above. The discussion in this Annual Report to
Stockholders contains both historical information and forward-looking statements about
TriQuint Semiconductor, Inc. A number of factors affect our operating results and could cause
our actual future results to differ materially from any forward-looking results discussed below,
including, but not limited to, those related o operating results; demand for semiconductors and
the electronic products into which they are manufactured, including cell phones; investments
in new facilities; sales to a limited number of customers; growth and diversification of our
markets; startup of new facilities; transition of manufacturing processes from four-inch to
six-inch wafers; integration of our acquisition of Sawtek and integration of any future
acquisitions. In some cases, you can identify forward-looking statements by terminology such
as “may’, “will", “should”, “expects’, “anticipates”, “intends”, “plans”, “thinks”, “believes’,
“estimates”, “predicts”, “potential’, “continue”, “our future success depends”, “seek to continue”
or the negative of these terms or other comparable terminology. These statements are only
predictions. Actual events or results may differ materially. In addition, historical information
should not be considered an indicator of future performance. Factors that could cause or
contribute to these differences include, but are not limited to, the risks discussed in the section
of this report titled “Factors Affecting Future Operating Results”. These factors may cause our
actual results to differ materially from any forward-looking statement.

_: 5
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Although we believe that the expectations reflected in the forward-looking statements are
reasonable, we cannot guarantee future results, levels of activity, performance or
achievements. Moreover, neither we nor any other person assumes responsibility for the
accuracy and completeness of these statements. We are under no duty o update any of the
forward-looking statements after the date of this Annual Report to Stockholders to conform
these statements to actual results.

OVERVIEW

We are a leading supplier of high-performance components and modules for communications
applications. We design, develop, manufacture and market a broad range of high-
performance integrated circuits, bandpass filters, resonators, oscillators and other products for
electronic communications markets. The specific applications served by our products in these
communications markets include wireless phones, base stations, optical networks and
broadband and microwave equipment with a specific focus on radio frequency (RF), analog
and mixed-signal applications. Our components and modules are incorporated into a variety
of communications products, including wireless phones and pagers, base stations for wireless
communications, digital microwave communication systems, fiber optic telecommunications
equipment, satellite communications systems, data and wireless local area networking
products, broadband access systems and aerospace applications. We provide customers with
standard and custom products as well as foundry services.

Our products are designed on various wafer substrates such as galtium arsenide (GaAs),
silicon germanium (SiGe) and quartz, using a variety of technologies including Pseudomorphic
High Electron Mobility Transistor (pHEMT), Heterojunction Bipolar Transistor (HBT),
Heterostructure Field Effect Transistor (HFET), Metal Semiconductor Field Effect Transistor
(MESFET) and Surface Acoustic Wave (SAW). Using these materials, devices and our
proprietary technology, our products can overcome the performance barriers of competing
devices in a variety of applications and offer other key advantages such as steeper selectivity,
lower distortion, reduced size and weight and more precise frequency control. For example,
gallium arsenide has inherent physical properties that allow its electrons to move up to five
times faster than those of silicon. This higher electron mobility permits the manufacture of
gallium arsenide integrated circuits that operate at much higher speeds than silicon devices,
or operate at the same speeds with reduced power consumption. We sell our products
worldwide to end-user customers, including Agere Systems, Inc., the Boeing Company,
Ericsson Inc., Finisar Corp., LG Group, Motorola, Inc., Nokia Corporation, Nortel, Raytheon
Company and Samsung Microelectronics.

In the United States, we have design and manufacturing facilities in Oregon, Texas and Florida
and a design facility in Massachusetts. We also have a production plant in Costa Rica and a
design facility in Taiwan. We own and operate our own advanced wafer fabrication and product
test facilities and use our proprietary processes to produce RF, analog and mixed-signal
components and modules cost-effectively in high volumes. We believe that control of these
manufacturing processes provides us with a reliable source of supply, greater opportunities
to enhance quality, refiability and manufacturing efficiency. In addition, control of our
manufacturing processes combined with our extensive research and design capabilities, assists
us to develop new processes and products and to be more responsive to customer requirements.
We also have a strategic foundry business serving leading communications companies.

We are incorporated under the laws of the State of Delaware. Our principal executive offices
are located at 2300 NE Brookwood Parkway, Hillsboro, Oregon 97124 and our telephone
number at this focation is (503) 615-9000.

ACCOUNTING POLICIES

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make certain estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. We review our estimates, including, but
not limited to, allowance for doubtful accounts, sales returns reserves, inventory reserves,
income tax valuation and warranty reserves on a regular basis and make adjustments based on
historical experiences and existing and expected future conditions. These evaluations are
performed regularly and adjustments are made as information is available. We believe that
these estimates are reasonable; however, actual results could differ from these estimates.

TRIQUINT SEMICONDUCTOR. INC.
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In general, gross profit generated from the sale of customer-specific products and from
non-recurring engineering revenues is typically higher than gross profit generated from the sale
of standard products. Gross profit decreased 47.2% to $135.6 million in 2001 from $256.6
million in 2000. As a percentage of revenues, gross profit margin decreased to 40.5% in 2001
compared to 55.7% in 2000. This decrease was mainly due to lower factory utilization, and in
part, by the reduction in average selling prices of certain SAW filter products. We expect our
gross profit margin to be similar in 2002 compared with 2001.

Additionally, we have at various times in the past experienced lower than expected production
yields, which have delayed shipments of a given product and adversely affected gross profits.
There can be no assurance that we will be able to maintain acceptable production yields in the
future and, to the extent that we do not achieve acceptable production yields, our operating
results would be materially adversely affected.

Operating Expenses

Research, Development and Engineering

Research, development and engineering expenses include certain costs incurred in the
design of products associated with non-recurring engineering revenues, as well as ongoing
product development and research and development expenses. Our research, development
and engineering expenses increased 30.2% in 2001 o $51.8 million from $39.8 million in 2000.
Research, development and engineering expenses as a percentage of revenues increased to
15.5% in 2001 from 8.6% in 2000. The increase in research, development and engineering
expenses on an absolute dollar basis is primarily due to costs associated with the development
of new products such as the HBT power amplifiers, SiGe-based products, SAW-based
duplexers and various receivers. Additionafly, we had engineering and requalification costs
associated with the start up and move to our Richardson facility. We are committed to
substantial investments in research, development and engineering and expect these expenses
to be approximately in the same in 2002 compared with 2001.

Selling, General and Administrative

‘Selling, general and administrative expenses increased to. $46.8 million in 2001 from

$46.0 million in 2000. Selfing, general and administrative expenses as a percentage of total
revenues increased to 14.0% in 2001 compared to 10.0% in 2000. While our revenues
declined in 2001, our selling, general and administrative expenses were essentially unchanged
as these costs are somewhat fixed in the short-term.

Impairment Charge — Long-Lived Assets
Impairment charge — long-lived assets was $76.9 million in 2001, which was a charge relating
to the write down of certain equipment and facilities due to excess capacity. We will from time
to time review our assets for impairments.

Merger-Related Costs
Merger-related costs were $7.5 million in 2001, attributable to the merger with Sawtek
in July 2001. Merger-related costs consisted primarily of investment banker, legal, accounting,
regulatory filings and printing fees associated with the merger of Sawtek during the
third quarter.

Other Income (Expense), Net

Other income (expense), net includes interest income, interest expense and other expenses.
Other income (expense), net decreased to an expense of $2.4 million in 2001 as compared to
income of $25.6 million in 2000. This decrease resulted primarily from decreased interest
income due to the reduced interest rates on high-quality, short-term securities and an
impairment charge for investments in privately held technology companies. These investments
were in small companies whose valuations declined significantly in 2001 due to the overall
decline in private technology company valuations. The book value of our private equity
investments is now approximately $11.0 million. We expect other income (expense), net to be
close to zero for 2002 as interest earned on investments, at current market interest rates, will
be offset by interest expense on our convertible subordinated notes.

Income Tax Expense (Benefit)

In 2001, we recorded an income tax benefit of $18.1 million compared to the income tax
expense of $45.9 million recorded in 2000. The income tax benefit related to the operating loss
before tax recorded in 2001. Our effective tax rate was a 36.2% benefit in 2001 compared to
a 23.3% expense in 2000.

At December 31, 2001, we had approximately $20.3 million of net operating loss carryforwards
to offset against future income for federal income tax purposes, which expire from 2018
through 2021, and $1.9 million for Oregon state income tax purposes, which expire in
years 2012 through 2015. We have recorded a valuation allowance of $5.9 million as of
December 31, 2001 relating to the investment impairment recorded in 2001. We established
this valuation allowance since capital losses are limited to the extent of capital gains.

Extraordinary tem — Retirement of Debt, Net of Tax

Extraordinary item — retirement of debt, net of tax resulted from our repurchase in 2001 of
$48.5 million principal amount of our convertible subordinated notes at the then current .
market prices. This purchase resulted in an extraordinary gain of $9.4 million, less income
tax of $3.8 million. We had no similar extraordinary item in 2000. From time to time, we may
repurchase additional notes in the open market.

Supplemental Pro Forma Net Income

Supplemental pro forma net income is not based on accounting principles generally accepted
in the United States of America (GAAP) but is provided to explain the impact of certain
significant items. Diluted shares for supplemental pro forma disclosures total 135.9 million for
the year ended December 31, 2001. This differs from GAAP-based diluted shares as it

TRIQUINT SEMICONDUCTOR, INC.
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benefit from stock option exercises and depreciation and amortization offset by increases
in current assets.

For 2001, 2000 and 1999, cash used in investing activities were $12.0 miliion, $450.6 million
and $178.3 million, respectively. For 2001, the cash used in investing activities was due to
capital expenditures offset by sale/maturity of marketable securities and decrease in restricted
investments. For 2000 and 1999, cash used in investing activities was primarily due to
purchase of marketable securities and purchase of capital assets offset by sale/maturity of
marketable securities.

For 2001, cash used in financing activities was $37.0 million, which was primarily due to the
repurchase of a portion of our convertible subordinated notes and the purchase of treasury
stock, which was offset by proceeds from issuance of common stock. For 2000 and 1999,
cash provided by financing activities were $342.2 million and $149.3 million, respectively.
Cash provided by financing activities for 2000 was primarily due to the sale of our convertible
subordinated notes. Cash provided by financing activities for 1999 was primarily due to our
secondary common stock offering.

In August 2000, we acquired our 420,000 square foot wafer fabrication facility located in
Richardson, Texas for $87.0 milli The purchase was completed through a financing
arrangement in which we contributed $73.0 million and a lender contributed $14.0 milfion. The
portion contributed by the lender is 97% collateralized by us through pledged investment
securities and appears on our balance sheet as “Restricted Long-Term Investments”. The
portion we contributed appears on our balance sheet as “Other Investment’. The financing
qualifies for accounting treatment as an operating lease. We are required to either make lease
payments through August 2005 or purchase the property. If we elect to purchase the property,
we will not have to pay any additional cash but rather assign the pledged securities to the
lender. We may also renew the lease for an additional four-year period in August 2005. The
lease is secured by the value of the property as well as the pledged investment securities.
Restrictive covenants are also included in this financing arrangement which requires us to
maintain (a) a quick ratio of not less than 1.25 to 1.00, (b) tangible net worth not less than the
sum of $425.0 million and (c) a maximum leverage ratio not greater than 0.50. As of December
31, 2001, we were in compliance with these restrictive covenants.

>

We are in the process of consolidating both of our Texas operations into one site at the
Richardson facility. We are also adding approximately 125,000 square feet of administrative
and engineering office space to this facility. We expect the move and the addition to be
completed in the summer of 2002.

In February and March 2000, we completed a private placement of $345.0 million (net
proceeds of $333.9 million) of 4% convertible subordinated notes due 2007. The notes are
unsecured obligations, are initially convertible into our common stock at a conversion price of
$67.80 per share and are subordinated to alt of our present and future senior indebtedness.
In 2001, we repurchased approximately $48.5 million of the 4% convertible subordinated notes
due 2007. We are currently evaluating opportunities to repurchase additional portions of the

debt and may from time to time repurchase portions of the debt. We have, in prior periods,
completed public offerings of our common stock in order to fund our operating and capital
needs. In addition, we have funded our operations to date through other private sales of
equity, borrowings, equipment leases and cash flow from operations.

In addition, we had a revolving credit agreement totaling $30.0 million from SunTrust Bank,
Central Florida, N.A. available through January 31, 2002. There were no borrowings against
the line of credit as of December 31, 2001. We did not renew this line when it expired on
January 31, 2002.

We believe that our current cash and cash equivalent batances, together with cash anticipated
fo be generated from operations and any financing arrangements we may enter into, will satisfy
our projected working capital and capital expenditure requirements, at a minimum, through the
next 12 months. However, we may be required to finance any additional requirements through
additional equity, debt financings or credit facilities. We may not be able to obtain additional
financings or credit facilities, or if these funds are available, they may not be available on
satisfactory terms.

RECENT ACCOUNTING PRONOUNCEMENTS

Please see Note 1 in the notes to consolidated financial statements for a discussion of
new pronouncements.

IMPACT OF INFLATION

We believe that inflation has not had a material impact on operating costs and expenses.

FACTORS AFFECTING FUTURE OPERATING RESULTS

An investment in our common stock is extremely risky. You should carefully consider the
following risk factors and other information in this Annual Report to Stockholders before
investing in our common stock. QOur business and the results of operations could be seriously
harmed by any of the following risks. The trading price of our common stock could decline due
to any of these risks and you may lose part or all of your investment.

Our operating results may fluctuate substantially, which may cause our stock
price fo fall.
Our quarterly and annual results of operations have varied in the past and may vary
significantly in the future due to a number of factors including, but not limited to, the following:
« cancellation or delay of customer orders or shipments;
« our success in achieving design wins in which our products are designed into those of
our customers;
« market acceptance of our products and those of our customers;

TRIQUINT SEMICONDUCTOR. INC.



‘ONI '&0LONGNOJINIS LNINDIYL

9

Buunp ssapio |je o) puodsal o) Ayoeden sjenbape aAey Jou Aew am ‘Aijloe} UOSPIEYIIY Ay 1B
uononpoid Bupuswwos w shejop aq aiay) pinoys "spiaiA Joaye Ajasiaape osje Aew yoym Jo
Aue ‘sjeusiew Jo awdinba jo sabepoys 10 sunusAo 3s09 ‘shejep Juswidinba o uoneoyend
$$9001d ‘uononysuos ‘swajqo.d ssaooxd Jo dnpess ‘uorjisuel) Bupnjoemuew ‘o) pajiwl jou g
‘Bugpnioul ‘saijuieHaoUN pue sysu Jueoyubis o 1aquInuU B SAJ0AUI [[tM A)|IDE) UOSPIEYDNY By} O}
$9559004d UOYEOLIGR] JJEM UDUI-INO} INC JO J8jsuel) ay| Aoy UOSPIBYILY 8y} ul uojonpod
auinjoa Buisiyoe alojeq sesuadxa (elURISGNS Jnou; (1M m ‘snjejs uoionpoid Buunjoejnueu
pauienb Ajjny e o) Ayjoey mau e Buibuug yym pajecosse sawly pesy bBuol suy uano) Ajijoe)
uospieyory ay) Buipuedxa o) uonippe ul jauuosiad pue sassadold ‘uswdinba Buirow jo
ssao0ud sy Uit ARUaLIND S1e ap, 0002 Ul pasinboe am sexa] ‘uospieydry ut Ayioe) uoneouqe)
100} a1enbs §00‘0ZY Ul 0 AJljio.} Sexa] ‘sefieq Jno woy suoesado Jno Buluonisues) sie o
. ‘Aiproey sexal

‘uospIBYIY MaU Ino o) Apoey sejeq Bunsixa uno woy suonesado bBuunjoeinuel
N0 Jajsuei) Ajnjsse0ans o ajqeun aie em ji Jayns Aew synsas bujessdo unQ

‘suoNe)oadxXa JIsy) )M JUS)SIsuo
10U aJe 1abIaW 3y} JO S)NSAI Ay} 9SNBIAY SaIBYS JIay) o 8S0dsIp 0} apiosp Aew
Auedwoo Ino ut s)saraul Jabie| Ajaae(al ploy Jey) s1apjoydaoss Ino ‘sabisw ayy Bumojoy ¢
10 ‘s)sAeuUe AlSnpur Jo [eioueul
10 suoljeoadxe ay) Y)im JUSSISUOD JOU S| S|NSAI [eloUBUY Jno Uo Jabiaw ay) jo Joay8 8y} o
190.100u1 9A04d Aew ‘ueld o1bajel)s S)I 9)NJ8Xa 0} ANUIUOD
0] pue sa9l1d 8A1193))8-)S09 Je yaImes Jo sjuauoduwioa Bupjeiodioour senpow pua-juoi
43 90NPOAUI 0} AJIIIGE JNO SE YONS ‘[9poL SSIUISNg JNO LI 8|01 JIdY) pue siseq auoje
-PUBJS B UO PaISPISUCD ‘suoiesado PUE [8pow SSauIsNg S YeImes Jnoge suondiunsse Ino e
‘JoUUBW JUBIDIYS PUB AjBLUR B Ul pa3ajdwo Jou S| YBIMES pUB JUINDIL jo uonelBajul ayy »
:j1 JoBIaww ay) Jo Jnsas e se auyoap ABw ¥00JS UOWLLIOD INO JO aolid Joyew ay|
"auoap Ae 320} UOWILWO0I N0 JO 81d jexiew By} Pazijeai
aq 0} Buiob jou ale ssbisw 8y} Jo SjBUBq BYyj Jey) Jo pajediayue se Buipassold
SI YOIMBS JO uoneIBaju) 1o YuIyl Jou op SisAleue Aisnpuy Jo fejoueuy Jo SIojsenul ji

“Auedwod Jayya Jo sajel ymolb [eauoisyy ayy [enba fim
8)es ymolb Ino Jey) NoA SInsse Jouued am ‘JByung "pazijeal aq [m sjysuaq pajedioyue ay)
10 Aue 1ey so |e 1e 10 Jsuuew Ajawi e ul pajeiBajul A)jnjssaoons aq ued ¥ames pue JuINpuL
1BY) NOA 8nsSSe JOUURD Sp\ °SSOUISNG INO JO SBNAIOR Y} ‘Ul WNJUSWOW JO SSO| B 10 'JO
uondnusip 3y asnea pinod saluedwod ay} Buiuiquiod Jo $$820.1d 8y} Ul PAISJUNOOUS SLINJIP
fue pue juswabeuew o Jo UOHUSYE AU JO UOISIGAID By} “Jebiew 8y yim uogIBULoD
ul passjunoous swajgosd seyo Aue Jo sysu asay) Buissaippe ul pasdans jou Aew Spp

"soluedwiod om} auy jo uolesbajul 0} pajejal sasuadxa pajedioijueun »
pue sa10ijod pue
sainpsooid 'sj0uoo ‘spiepue)s wuojun Buluiquiod pue Buluieiuiew ‘Buidojensp e
‘sJsuped pue sJowoisnd
$.JaY10 OB 0} YOIMES pue JUINDL 1O S3OIAIBS pue sjonpo.d pajesbajul Buliayo »
‘sBuliayo aoiaas pue janpoid papuedxa sy} uo s8210) safes Buluieny pue Buneibajul o
‘Ayomnb pue Ajaaipaya suoys Buneysew pue sbuuayo aoinas pue jonpoxd Buiuiquios

‘saibojouyda) pue saamss ‘syonpoid
MaU |0 UONINPO.UI 8oUBYUS 0} SaljiAoe Juatudojaaap pue yaieasas Bujjeuipiood «
‘yemeg pue
UL yoq jo seskojdwa Asy ssyio pue juswabeuew Bunesbajul pue Bulurejas .
‘“Auedwon yoes jo siauped ssauisng pue siawojsnd Bunsixe Bujueyal «
:apnjoul uonesBajul iy} Ul paAjoAUl
sabuayeyo syl “Jebiaw ay) jo siauaq pajedidnue su} sASIYOE (M JO Jauuew ABwy € ut
pajaidwos aq (w uoielBaul sy Jey uiepaoun ale am pue ssa20.d xajdwod e S| ‘seluedwod o
s1aBlatll {[E Ljim SEB “YaMes pue Juinpu ] jo jeuuosiad pue swiajsAs ‘suonesado sy BupelBajy)

WAIMES JO Uolsinboe ay} Jo Syauaq pajdadxe auy) azijeal
jou Aew ‘ynsai e se ‘pue yapmes Bunesbayur ur sebusjeyd m:.s:.c:oo 208} oM

00} UOWLIO JnO Jo 9ud 183i1ew ay) Joaye Ajasianpe
Aew suonemony jexew peoiq esay] saluedwod asay Jo souewuopsd Bujessdo sy
Aq payoedun Apieuoniodoidsip 1o o) pajejpiun Ajuanbaly suoseal 10} saluedwod ABojouyday
Auew Jo sanunoss jo ssoud Jeylew ay) pajoaye Apueoyiubis sey Aunejoa siyy 1exew
ay Jo siopss ABojouyosy ybly ur Apenonded ‘Aliejoa awnjoa Bupes) pue aoud awanxs
‘Buiousuiadxe Apuaino ale pue ‘pasusiliadxs aaey siexiew yaojs algnd ayy jey Aew aoud
¥20J$ N0 UBY] ‘suonejoadxa sjaview ay) uiyim jou ase sinsal Bunesado ino §i ‘Ajjeuonippy

"goueuliopad ainjni Jno JO SI0KEIIPUF SE Uodn Paljal 8q JOU PINoYS
pue jnjbuluesw Ajessaday Jou ale suonesado Jo SHnsal Jno jo suosuedwod polsed-oj-pouad
1By} aAsljag am ‘suonemony) [enuajod o) anq “jsed ey} ul aney Asy) se Jayns o} suoyessdo jJo
S)INsas IN0 8sNed pinod SI0jo.) JaY)o Jo 8say) ul sebueyd a|qeloaejun AUy °SI0JOE) JOYI0 pue
8saLy} JO }Nsal & Se aInjn) 8y Ul 8)12n)on|) 0} AU {|im synsas Bunelado Ino jey) 10adxa app

'SjaAs] AIOYUSAUI SIBWIOISND N0 pUe Jno ul sabueyd juedyiubis
pue ‘s1onpoud syads-lawoisnd o) buneas
sasuadxa pue senusaal BuuasuiBua Bulnoal-uou jo [9as| pue Buiw ay)
‘sausnpu JusU0dwod
SUONEDIUNLILIOD J1U0JJ29|9 PUE 10JONPUODIWAS Ay} Jo AjIjedloAo ay)
‘sassaooid Buuajsuel) ul shejep 10 uonedlyenb ssaooid mau ul skejep s
‘51500 pue Ajijenb [BUSIEW MBI Ul SUOIJBLIEA
‘SHoJl9 JuBWdoRARp pUB UdJeasal JO UoIeZiea) «
‘SI0}0BIUOINS PUB SIOPUBA JO 8oUeWIopad o
‘51500 Jusludojaaap ssasold pue Jonpoud Jo [9A3] pue Bujwi ayy «
‘sjonpoud ol10ads-1aWIoISnd N0 Ypm PajeIoosse sapAd sales Buoj sy «
‘sasuadxa Bunerado ui suogeuea
‘Ayoedes jey) Jo uonezin 8y) i suoleuea pue Ajpedes Buunjoemuew ur sabueyo
‘saibojouyoa) padoaasp Aimau pue Buiisixe sjelBajul o) Ajjge
‘sanpoud 1no Joj saoud sajes abesane Buuyosp
‘||es am sjonpoud jo xiw ayy u sabueyo e
‘siojjadwod Ino pue sn AQ sjonposd Mau JO UCKONPOJUI PUB SJUSWSOUNOUUE Jo Buswl) «
‘spjaik Buunjoenuew Uy suoneleA e
SIBLIOISNY INO JO $8{0AD 8)I] DY} JO AlIGELIEA o

‘sjonpoud

¢



17

the transition. We produce all of our MMIC products, which accounted for a substantial
portion of our revenues in 2001 and which we expect to account for a substantial portion of our
revenues in the future. There can be no assurance that we will be able to successfully
transition our manufacturing operations to the Richardson facility prior to the expiration of our
existing Dallas facility's lease in July 2002 or that we will not experience difficulties in
replicating critical manufacturing processes or a reduction in manufacturing output as a result.
We do not intend to extend our lease of our Dallas facility. Some of our customers may have
purchased quantities of our products in recent fiscal quarters in excess of their immediate
needs and may continue to do so to protect themselves during the transition. As a result, our
operating results in subsequent quarters may be materially reduced.

Our operating results may suffer due to fluctuations in demand for semiconductors
and electronic communications components.

From time to time, the wireless phone, base station, optical network and broadband and
microwave markets have experienced significant downturns and wide fluctuations in product
supply and demand, often in connection with, or in anticipation of, maturing product cycles,
capital spending cycles and declines in general economic conditions. This cyclicality has led
to significant imbalances in demand, inventory levels and production capacity. It has also
accelerated the decrease of average selling prices per unit. We have experienced, and may
experience again, periodic fluctuations in our financial results because of these or other
industry-wide conditions. We expect that the current decline in demand for wireless, base
station, optical network and broadband and microwave components, including ours, could last
throughout 2002, if not longer. For example, if demand for communications applications were
to decrease substantially, demand for the integrated circuits and SAW filter components in
these applications would also decline, which would negatively affect our operating resuits.

We depend on the continued growth of communications markels.
We derive all of our product revenues from sales of products for electronic communication
applications. These markets are characterized by the following:

« intense competition;
« rapid technological change; and
« short product life cycles, especially in the wireless market.

In the fast few years, the electronic communications markets have grown rapidly; however,
these markets may not continue to grow or may experience a significant slowdown, as is the
current situation. Additionally, if these markets do not recover and demand for electronic
communications applications continues to decline, our operating results could suffer.

Products for electronic communications applications are often based on industry standards,
which are continually evolving. Our future success will depend, in part, upon our ability to
successfully develop and introduce new products based on emerging industry standards, which
could render our existing products unmarketable or obsolete. If communications markets evolve
to new standards, we may be unable to successfully design and manufacture new products that
address the needs of our customers or that will meet with substantial market acceptance.

We face risks from the failures in our manufacturing processes, the maintenance of
our fabrication facilities and the processes of our vendors.
The fabrication of integrated circuits, particularly those made of GaAs, is a highly complex and
precise process. Our integrated circuits are currently manufactured on wafers made of GaAs
and SiGe. Our SiGe products are manufactured externally by Atmel, our strategic partner in
the development of these products. Our SAW filters are currently manufactured primarily on
quartz wafers. During manufacturing, each wafer is processed to contain numerous integrated
circuits or SAW filters. We may reject or be unable to sell a substantial percentage of wafers
or the components on a given wafer because of:

« minute impurities;

« difficulties in the fabrication process, such as failure of special equipment, operator error

or power outages;

« defects in the masks used to print circuits on a wafer;

« electrical performance;

« wafer breakage; or

» other factors.

We refer to the proportion of final components that have been processed, assembled and
tested relative to the gross number of components that could be constructed from the raw
materials as our sm::aoa_._é yield. Compared to the manufacture of silicon integrated
circuits, GaAs technology is less mature and more difficult to design and manufacture within
specifications in large volume. In addition, the more brittle nature of GaAs wafers can result in
lower manufacturing yields than with silicon wafers. We have in the past experienced lower
than expected manufacturing yields, which have delayed product shipments and negatively
impacted our results of operations. We may experience difficulty maintaining acceptable
manufacturing yields in the future.

In addition, the maintenance of our fabrication facilities and our assembly facility are subject to
risks, including:
+ the demands of managing and coordinating workflow between geographically separate
production facilities;
« distuption of production i
our other facility; and
« higher operating costs from managing geographically separate manufacturing facilities.

=

an

We depend on certain vendors for components, equipment and services. We maintain
stringent policies regarding qualification of these vendors. However, if these vendors’
processes vary in relfiability or quality, they could negatively affect our products, and thereby,
our results of operations.

Some of our manufacturing facilities are located in areas prone to natural disasters.
We have a SAW manufacturing and assembly facility located in Apopka, Florida. We also
have a production plant for SAW products in San José, Costa Rica. Hurricanes, tropical
storms, flooding, tornadoes and other natural disasters are common events for the

TRIQUINT SEMICONDUCTOR. INC.
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Our operating results could be harmed if our subcontractors and partners are unable
to fulfill our requirements.

We currently utilize subcontractors for the majority of our integrated circuit assemblies. Our
strategic partner, Atmel, also manufactures all of our SiGe products. There are certain risks
associated with dependence on third party providers, such as minimal control over defivery
scheduling, adequate capacity during demand peaks, warranty issues and protection of
intellectual property. Additionally, if these subcontractors are unable to meet our needs, it
could prevent or delay production shipments that could negatively affect our results of
operations. If we were to change any of our subcontractors, we would be required to requalify
each new subcontractor, which could also prevent or delay product shipments that could
negatively affect our results of operations. In addition, our reliance on these subcontractors
may negatively affect our production if the services vary in reliability or quality. If we are unable
to obtain timely service of acceptable quality or if the prices increase, our results of operations
could be harmed.

If our products fail to perform or meet customer requirements, we could incur
significant additional costs.

The fabrication of GaAs and SiGe integrated circuits, SAW filters and the modules containing
these components is a highly complex and precise process. Our customers specify quality,
performance and reliability standards that we must meet. If our products do not meet these
standards, we may be required to rework or replace the products. GaAs and SiGe integrated
circuits and SAW filters may contain undetected defects or failures that only become evident
after we commence volume shipments. We have experienced product quality, performance
or reliability problems from time to time. Defects or failures may occur in the future. If failures
or defects occur, we could:

« lose revenue;

« incur increased costs such as warranty expense and costs associated with
customer support;

« experience delays, cancellations or rescheduling of orders for our products; or

« experience increased product returns or discounts.
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processes from four-inch wafer production to six-inch wafer production.
We have converted a portion of our existing Hillsboro facility to accommodate equipment that
uses six-inch (150-millimeter) wafer production. We have very limited experience processing
six-inch wafers in our fabrication facilities. Our inexperience may result in lower yields and
higher unit production costs. We may be required to redesign our processes and procedures
substantially to accommodate the larger wafers. As a result, converting to six-inch wafer
production may take longer than planned, could interrupt production of integrated circuits from
four-inch wafers and could harm our results of operations. If we fail to successfully transition
to six-inch wafers or our manufacturing yields decline, our relationships with our customers
may be harmed.

Our operating results may suffer as a result of the conversic
i

Increases in our manufacturing capacity may adversely affect our operating resuits if
the current economic downturn continues for an extended period of time.

We are currently in the process of converting our existing Hillsboro facility from four-inch wafer
production to six-inch wafer production and are expanding the capacity of our Texas
operations with the transition to the Richardson facility.

These increases in capacity will directly relate to significant increases in fixed costs and
operating expenses. These increased costs could have an adverse effect on our results of
operations during the current economic downturn. If this economic downturn were to continue
for an extended period of time, the decreased levels of demand and production in conjunction
with these increased expense levels will have an adverse effect on our business, financial
condition and results of operations.

We may face fines or our facilities could be closed if we fail to comply with
environmental regulations.

Federal, state and local regulations impose various environmental controls on the storage,
handling, discharge and disposal of chemicals and gases used in our manufacturing process.
For our manufacturing facilities located in Hillsboro, Richardson, Apopka and San José, Costa
Rica, we provide our own manufacturing waste treatment and contract for disposal of some
materials. We are required to report usage of environmentally hazardous materials. At our
Dallas facility, we utilize Texas Instruments’ industrial wastewater treatment facilities and
services for the pre-treatment and discharge of wastewater generated by us. Our wastewater
streams are commingled with those of Texas Instruments and are covered by Texas
Instruments’ wastewater permit.

The failure to comply with present or future regulations could result in fines being imposed on
us and we could be required to suspend production or cease our operations. These
regulations could require us to acquire significant equipment or to incur substantial other
expenses to comply with environmental regulations. We rely to a great extent on Texas
Instruments’ hazardous waste disposal system at our Dallas facility. Any failure by us, or by
Texas Instruments with respect to our Dallas facility, to control the use of, or to adequately
restrict the discharge of, hazardous substances could subject us to future liabilities and harm
our resulis of operations.

Our business will be impacted if systems manufacturers do not use components made
of GaAs or other alternative materials.

Silicon semiconductor technologies are the dominant process technologies for integrated
circuits and the performance of silicon integrated circuits confinues to improve. Recently, we
introduced SiGe components jointly developed and manufactured with Atmel Corporation.
Although we have designed and manufactured GaAs products and have begun production of
SiGe products developed jointly and manufactured by Atmel, system designers may be
reluctant to adopt our products because of:

« their unfamiliarity with designing systems with our products;
« their concerns related to manufacturing costs and yields;

TRIQUINT SEMICONDUCTOR. INC.



0z

Bumoyjoy Ajjessuab ‘sponpoid asay) Joy spiepuels mau jdope o) apimppom salpoq Kiojejnbal
uo ainssoid papexa sey s)ONPOId SUOREIIUNWILIOD J1UCAIB9 Joj puewsp Buiseasour ay|
'sAejap Aiojeinbas o) anp S1apJo j9oued 10 Aejop Aewt Siatlojsnn

"3Muapul ayy

Ui Pauyap Se JNejap Jo JUSAS U jO 30USLNII0 U} Buimo|[0) pajelajadoe aq 0} aJom SaJoU
ay} jo Juawded j ssjou ay) jo 1oadsal ul anp sjunowe Aedas 0} 8|qe 99 pINOM M Jey) Nok
8INSSE JOU Ued M ‘uonippe U] “s)nsal Bunerado pue uoyipuod [eidueUY ‘spoadsold ‘ssauisng
In0 U0 J08}J8 SSIGAPE {BLBJEW B BABY PIN0D Jnejap yons Auy “noul Aew am SSaupsjqapul
aimny Japun synejop asned pinod pue ssjou ay) Jo Aumew ay) sjels|edde 0y Sejou
8y} Jo sJepjoy ay) Juutad pInom aunjudpul YY) JBPUN YNBJ JOBIBY} SWII) Y} JApUn Ynejap
ul 8q pinom am ‘suonebijqo 1ayjo mno Jo ‘ssjou au) uo sjuswied pasnbai axew o) Aiessagsu
SpuUN} UIBJJO aSIMIBUI0 JO MOY YSed Jusins djessuab o) aigeun ase am J|  "swalqoxd
Aupinby |enuejsgns adey pinod am ‘suoijebiiqo Jno jJasw 0} ajenbapeur sI MOy YSED INo §
"suopebiiqo Jeyjo pue jqap ino Aed o) sjge aq Jou Aew a4

"$3JOU Y} Jepun uolebigo Jno
Buipnjoul *suoljeBigo 801Mas 1Gap N0 J98W 0} . S ||IM 9M Jey} BOUBINSSE OU B¢ UED 318y |

"SSAUISN( JNO Ul UINJUMOP B JO JUBAS aU} U} SjGRIOUINA SI0W SN B)el «

pue ssauisnqg Jno ul sabueyo ‘oj bunoeal o 1o} Buiuueld ur Aujigixay no pwi| «
‘sainyipuadxa [ejides pue [ejides Bunyom Buipnjour ‘sesodind Jayio 10} sigejiese
MO} YseD pajosdxa Jno JO JUNoLWe sy} 30Npal PINOM LDIUM ‘SSaupsiqapul Ino 801A13S

0} suojesado woJj Moy ysed pajoadxs o o uorod [euUEISqNS B S)e0Ipap 0 sN alinbal e
‘sasodind Jayjo Jo sjudwainbal adlAaes 1g8p ‘sainypuadxe

|endes ‘|eydes bunyiom soy Buroueuy sinny Alessaoau Aue UEIQO 0} SN 10] JNOIIP )l @Yew «

'S9SB3| PUE $3)J0U 3U} U0 SjusWABd aYew 0} SN 10j JNIYIP J BYEW «

:pinoa ‘sbuiyy Jeyjo Buowwe ‘ssaupsjqapul JNO JO [9AS| Y| BNy Y} Ul SSIUPSIGSPU
leuoyppe jenueisans Unoul Aew apy  sased) jendes pue Bunessdo oy si sseupsiqapul
Jayo anQ Bujuiewal ssaupalqapul Jo UOH[iW G964 SABY aM ‘[Q0Z Ut SSI0U 8SaY) JO UOKiW
S'81$ paseysindal am ybnoyyy “700z Ul enp siakng [euonnigsul paiyijenb o) Juswaoed ayeaud
€ Ul S3J0U PaJeulpIogns 3jgILaAuod Jo UOIjIW ('GHES PIOS 9M ‘000 Yoie pue Alensgad uj

"SSOUPAGapUI [BRUBISQNS oABY M

‘pawley aq pjnod synsaz Bunesado uno ‘sponpoid Jo sadAy aseuy Jo puewusp
Slswoisno 1no pajedinue Ajoai100ur SABY JO SIBWOISND INO 0) 8|qeidecoe louuew B u)
sjonpoud asayy aanposd pue ubisap oy |1e) am )| “suonesiidde WSO pue yINGo ol suoieddde
$$8(8J1M N0 puedxa 0) SNUNUOI 0) paauU OS|e [Im B “sa0ud aA)IaY8-1509 je sauoyd ssajaim
10} ss|npow pua-juoly 4y JaxJew pue dojgasp 0y UOHUS)U| INO PIYUNOULE am ‘Bjdulexs 1oy

"Sjoyew 3say) ul ajadwod AjpAldaya 0) AJge 8q JOU {|Im am ‘SISBq Ajouy e
U0 Spaau SIBWOISNI N0 13aw 0} sjonposd mau dojanap O} 1B} oM J| "SIBYIBW 3SaY) JO SPasu
Buibueyo ay) Jeaw o} sjonpoid mau dojaaap Apoinb pue Ajjlenuucd o} $ING se Yons saieduwios

"ONI HOLONANOJINIS ININDIL

Joj |eonuo sty "$8ja4a a8y Jonpoud poys pue abueyd |esibojouyos) pides ‘uonleduwiod asuaul
0} j109(gns ase ajedioiued am yoiym ut suonedljdde SUOHEDIUNWLID JIUOADD[S JO) SaxIeW By |
'Sponpoud mau asoy) Jo saurdadde S1aLwoisnd Jno ueb 0} Jo spnposd

Mau aanposul Aiinjssaaans o jiej om Ji pajoediul Ajasiepe aq Aetw ssauisng ing

“aoue)dadoe uieb o) anuyuod Jou saop ABojouyas) YWD Ji pajoedwl Ajgsiaape aq pinom
sjinseJ |epueuy pue ssauisng nQ -ABojouyoay siy) idope gim sieew Buibisws jey) sourinsse
ou ag ued aJayy pue soejdiadiew ay) o) mau Aldaneier si ABojouyday YNQD  TL00Z 1o}
SaNUBAaL Ino §O %zZ Ajgiewixoidde foj pajunoade eney ‘sauoyd ssajeaim 10} siayldwe Jemod
puB SIOAIS08 pUB SUOHE)S 9seq J0) Siayl Buipnioul ‘swiaisAs paseq-yao 10} sionpoid 1np

"sh uo joeduw asianpe ue aaey pinom ABojouyas) YQg?: jo eouejdadoe
PaNUILIOY 8Y) Ul J0 SUOHRIUNWILLIOD SSBjaIIM {0 Yimaib ay) ur sayie auifaap v

“suojjesado Jo synsal pue UOHIPUOD [BIOUBUY ‘SSALISN]

no uo J03Yd 9SIBAPE [BLSIEW B 9ARY PIN0D ABojouyas) Buusyy MYS 10 pasu oy} saonpai 10
ABojouyaay Buuayy Mys saoejdal yeys ABojouyoa) ajgerjal pue aANaYe-1s0d e Jo juawidojansp
Auy 100z ui sanuanas o Jo 9,8 Ajajewixoidde Joj pajunodde sisly 4] MYS  sjonpoud
anjeuIs)je 10 dARNadwod SONPOIIUY J0U Op aMm JI PAtUIBY 3q PINOM S3NUBABI INO pue sauoyd
YINGD 10§ S1a)|y 4] N0 Joj puBwap SjeUILLS 1O SoNpal PN Jt ‘JoxIeW 8y} ! |nJSSa0ons
ase sponposd asay} §| “sauoyd YD UIBLSI Ul I8l 4] MYS € sjeunua Ayenusiod pinod jey)
1d99U09 UOISIBAUOD J03.Ip B U0 paseq Jonpold meu e paaunouue Ajuadal saiuedwiod [e1eAag
‘s3u0yd SSB[a.IM 10} SIS 4] NSO JO S(BS Joedwil PNoa ‘njssaoons usaoad i ‘yoiym ‘seuoyd
NSO UIenad Ul uoneaydde suwios eAey Aew Jey) peonpolul usaq aAeY sjnpold ‘Apuaoay
"Sjonpoud J8li} MY'S N0 J0J PUBLLSP 8INPal

PIN02 Yoiym pasunouue usaq aaey saibojouyds) pue sjonpoid anadilod map

"Jans pinom suopesado
J0 synsas o ‘soue)dadoe Joxiew aalyoe 0) |iey sponpoid Jno i taunny 8yl Ul 0S op 0}
aNUKUOD |iIM s1onpold Ino paziin aaey Jey saiuedwod syl Jey) Jo swalsAs Jiay) ojul sjanposd
no ubisap fIim sIaMoBjNUBW SWajSAS [EUCHIPPE Jey) UIBHad 8q JOUUBd ap,  "Sjuauodwod
{BOUD JOj sn 8y Auedwod Jsjews B uo Aol 0} Juenal aq Aew SIBWOISND ‘uohIppe U

"S80IASP PSSBQ-UOdIIS |euoyiped) jo Jey; o) souewlopad
Jouadns apiaoid jeyl SadIAap JSYO JSNLU am )NSal B Sy SN pue [awy uaamiaq diysuonela)
poob panunuod auy uo puadsp Aew saijddns ainny asneossq yonposd paonpoid Aguiol e
uo Aj24 0} Juejdn}al 8q 0s|e ABW S1BINJOBINUELL SWBJSAS "POOISISPUN A[BPIM JOU PUR SN 0} MaU
51 jey; ABojouyoay e uo Ajal 0} Juejonial aq Aew siainpejnuew swaisAg 'ssanold pasnponu
Amau e s siyy asnedsq syusuodwiod 39S Ino 9sn Jou Aew SisNjoBJNUBW SWAISAS 'SEOIAGD
uoais jo uogonpoid ay) uey; Af1S00 a10w ‘aq 0} SANUIUCI pue ‘Usaq Sey sinonD pajelbajul
syeo Jo uoyonpord sy asnedsq sjusuodwod Syes) asn jou Aew siainjoejnuel swalsAs

‘sjuaucdwios uodis aauewouad
-ybiy 0} pasedwod sjNPoid INO JO SSAUSANDAYA JSOO SANB[DI 3} INOGE SaNUIEP3dUN »
pue ‘sassasoid Bupnjoeynuew pue ubisap ino yum Ajseriwelun Jisy)



21

extensive investigation of and deliberation over competing technologies. The delays inherent
in the regulatory approval process may in the future cause the cancellation, postponement or
rescheduling of the installation of communications systems by our customers. These delays
have in the past had, and may in the future, have a negative effect on our sales and our results
of operations.

Our revenues are at risk if we do not introduce new products and/or decrease cosls.
Historically, the average selling prices of some of our products have decreased over the
products’ lives and we expect them to continue to do so. To offset these decreases, we rely
primarily on achieving yield improvements and other cost reductions for existing products and
on infroducing new products that can often be sold at higher average selling prices. Selling
prices for our SAW products have declined due to competitive pricing pressures and to the use
of newer surface mount package devices that are smaller and less expensive than previous
generation filters. For example, we have experienced declines in average selling prices for
filters for base stations due to the use of surface mount packages. We believe our future
success depends, in part, on our timely development and introduction of new products that
compete effectively on the basis of price and performance and adequately address customer
requirements. The success of new product and process infroductions depends on several
factors, including:

» proper selection of products and processes;

« successful and timely completion of product and process development
and commercialization;

» market acceptance of our or our customers’ new products;

» achievement of acceptable manufacturing yields; and

« our ability to offer new products at competitive prices.

Our product and process development efforts may not be successful and our new products or
processes may not achieve market acceptance. To the extent that our cost reductions and new
product introductions do not occur in a timely manner, our results of operations could suffer.

We must improve our products and processes to remain competitive.

If technologies or standards supported by our or our customers’ products become obsolete or
fail to gain widespread commercial acceptance, our results of operations may be materially
impacted. Because of continual improvements in semiconductor technology, including those
in high-performance silicon technologies such as complementary metal oxide semiconductor
(CMOS), where substantially more resources are invested than in GaAs, SiGe or SAW
products, we believe that our future success will depend, in part, on our ability to continue to
improve our product and process technologies. We must also develop new technologies in a
timely manner. In addition, we must adapt our products and processes to technological
changes and to support emerging and established industry standards. We have and must
continue to perform significant research and development into advanced material development
such as InP, gallium nitride, silicon carbide and SiGe to compete with future technologies of
our competitors. For example, we recently announced that we have entered into an agreement

with Atmel to fabricate portions of our proposed SiGe products. These research and
development efforts may not be accepted by our customers, and therefore may not go into full
production in the future. We may not be able to improve our existing products and process
technologies, develop new technologies in a timely manner or effectively support industry
standards. If we fail to do so, our customers may select another GaAs, SiGe or SAW praduct

-or move to an alternative technology.

Our results of operations may suffer if we do not compete successfully.

The markets for our products are characterized by price competition, rapid technological
change, short product life cycles and heightened global competition. Many of our competitors
have significantly greater financial, technical, manufacturing and marketing resources. Due to
the increasing requirements for high-speed, high-frequency components, we expect intensified
competition from existing integrated circuit and SAW device suppliers, as well as from the entry
of new competitors to our target markets and from their internal operations of some companies
producing products similar to ours for the internal requirements.

For our integrated circuit devices, we compete primarily with both manufacturers of high-
performance silicon integrated circuits as well as manufacturers of GaAs integrated circuits.
Our silicon-base competitors include companies such as Applied Micro Circuits Corporation,
Maxim Integrated Products Inc., Motorola, Philips and STMicroelectronics N.V. Our GaAs-
based competitors include companies such as Alpha Industries Inc., Anadigics Inc., Conexant
Systems Inc., Fujitsu Microelectronics, Inc., Infineon Technologies AG, Raytheon, RF Micro
Devices and Vitesse Semiconductor Corp. For our SAW devices our competitors include
companies such as CTS Wireless Components, Micro Networks, Phonon, RF Manolithics,
Vectron, EPCOS AG, Thomson Microsonics, Fujitsu, Murata and Toyocom. Competition
could also come from companies ahead of us in developing alternative technologies such as
SiGe and InP integrated circuits and digital filtering and direct conversion devices.

Competition from existing or potential competitors may increase due to a number of factors
including, but not limited to, the following:

« offering of new or emerging technologies in integrated circuit design using alternative
ii s stich as SiGe or inP;
» offering of new or emerging technologies such as digital filtering or direct conversion as
alternatives to SAW filters;
mergers and acquisitions;
longer operating histories and presence in key markets;
development of strategic relationships;
« access to a wider customer base; and
access to greater financial, technical, manufacturing and marketing resources.

Additionally, manufacturers of high-performance silicon integrated circuits have achieved
greater market acceptance of their existing products and technologies in some applications.

We compete with both GaAs and silicon suppliers in all of our target markets. In microwave
and millimeter wave applications, our competition is primarily from a limited number of GaAs

TRIQUINT SEMICONDUCTOR. INC.
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» stop the manufacture, use and sale of the infringing products;

« expend significant resources to develop non-infringing technology;
+ discontinue the use of certain processes; or

» obtain licenses to the technology.

We may be unsuccessful in developing non-infringing products or negotiating licenses upon
reasonable terms, or at all. These problems might not be resolved in time to avoid harming
our results of operations. If any third party makes a successful claim against our custemers or
us and a license is not made available to us on commercially reasonable terms, our business
could be harmed.

Our business may suffer due to risks associated with international sales. -
Our sales outside of the United States were 44% of total revenues in 2001 and 50% of total
revenues in 2000. We face inherent risks from these sales, including:

« imposition of government controls;

« currency exchange fluctuations;

» longer payment cycles and difficulties related to the collection of receivables from
international customers;

reduced protection for intellectual property rights in some countries;

unfavorable fax consequences;

difficutty obtaining distribution and support;

political instability; and

+ tariffs and other trade barriers.

In addition, due to the technological advantages provided by GaAs integrated circuits in many
military applications, the Office of Export Administration of the U.S. Department of Commerce
must license all of our sales outside of North America. We are also required to obtain licenses
from that agency for sales of our SAW products to customers in certain countries. If we fail to
obtain these licenses or experience delays in obtaining these licenses in the future, our resutts
of operations could be harmed. Aliso, because all of our foreign sales are denominated in U.S.
dollars, increases in the value of the dollar would increase the price in local currencies of our
products and make our products less price competitive.

We may be subject to a securities class action suit if our stock price falls.

Following periods of volatility in the market price of a company's stock, some stockholders may
file securities class action litigation. For example, in 1994, a stockholder class action lawsuit
was filed against us, our underwriters and some of our officers, directors and investors, which
alleged that we, our underwriters, and certain of our officers, directors and investors
intentionally misled the investing public regarding our financial prospects. We settied the
action and recorded a special charge of $1.4 million associated with the settlement of this
lawsuit and related legal expenses, net of accruals, in 1998. Any future securities class action
litigation could be expensive and divert our management’s attention and harm our business,
regardless of its merits.

Our stock will likely be subject to substantial price and volume fluctuations due to a
number of factors, many of which are beyond our control and may prevent our
stockholders from reselling our common stock at a profit.

The securities markets have experienced significant price and volume fluctuations and the
market prices of the securities of semiconductor companies have been especially volatile. The
market price of our common stock may experience significant fluctuations in the future. For
example, our common stock price has fluctuated from a high of approximately $49.38 to a low
of approximately $10.25 during the 52 weeks ended December 31, 2001. This market
volatility, as well as general economic, market or political conditions could reduce the market
price of our commeon stock in spite of our operating performance. In addition, our operating
results could be below the expectations of public market analysts and investors, and in
response, the market price of our common stock could decrease significantly.

Our certificate of incorporation and bylaws include anti-takeover provisions, which
may deter or prevent a takeover aftempt.

Some u.8<_m_o=m of our certificate of incorporation and bylaws and provisions of Delaware law
may deter or prevent a takeover attempt, including a takeover that might result in a premium
over the market price for our common stock. These provisions include:

Cumulative Voting
Our stockholders are entitled to cumulate their votes for directors. This may limit the ability
of the stockholders to remove a director other than for cause.

Stockholder Proposals and Nominations

Our stockholders must give advance notice, generally 120 days prior to the relevant meeting,
to nominate a candidate for director or present a proposal to our stockholders
at a meeting. These notice requirements could- inhibit a takeover by delaying
stockholder action.

Stockholder Rights Plan

We may trigger our stockholder rights plan in the event our board of directors does not agree
to an acquisition proposal. The rights plan may make it more difficult and costly to acquire our
company.

Preferred Stock

Our certificate of incorporation authorizes our board of directors to issue up to five million
shares of preferred stock and to determine what rights, preferences and privileges such
shares have. No action by our stockholders is necessary before our board of directors can
issue the preferred stock. Our board of directors could use the preferred stock to make it more
difficult and costly to acquire our company.

Delaware Anti-Takeover Statute

The Delaware anti-takeover law restricts business combinations with some stockholders once
the stockholder acquires 15% or more of our common stock. The Delaware statute makes
it harder for our company to be acquired without the consent of our board of directors
and management.

TRIQUINT SEMICONDUCTOR. INC.
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FINANCIAL STATEMENTS . Consolidated Balance Sheets

December 31, 2001 2000
{In thousands, except share and per share information)
Consolidated Statements of Operations Assets:
Years Ended December 31, 2001 2000 1999 Current assels.
(In thousands, except share and per share information) . _Ommzﬁmza Mm.m: mnc_h<w_ﬂ—_=m " $ WMM .me $ M mw.www
nvestments in marketable securities : ,
Revenues $ 334972 $§ 460590 $ 263939 Trade accounts receivable, net 34,532 76,398
Cost of goods sold 199,381 203,971 137,293 543.035 681370
Gross profit 135,501 256,619 126,646 Inventories. net ! ’
Operating expenses: Raw material 18,824 22,062
Research, development and engineering 51,817 39,753 27,603 Work in process . 8,729 24,739
Selling, general and administrative 46,819 45,980 33,480 Finished goods ...1283 5,524
Impairment of long-lived assets 76,933 — - 34,836 52,325
Merger-related costs 7,546 — — Deferred income taxes 11,359 6,073
; ST : Other current assets 12,623 7,754
Total operating expenses 183,115 85,733 61,083 2= : :
Income (loss) from operafions (7.524) 170,886 05568 ”qoa._ ocqwa mﬁmm.ma e mwwwww 147,922
: - : T ong-term investments in marketable securities \ -
. Other income (€xpense): Property, plant and equipment, net 214,402 173,100
interest income 27,366 38,897 12,159 Deferred income taxes 23761 7658
Interest expense o (14,574) (13,423) (1,187) Other investment .\m“m: 73617
Impairment charge — equity investments (15,057) - - Restricted long-term assets - 14,547 52,797
Other, net 4 (155) 118 43 Other non-current assets, net 19,665 30,201
Other income (expense), net (2,420) 25,592 11,015 Total assets $1,020,873 $1,084,904
Income (loss) before income tax Liabilities and Stockholders’ Equity:
and extraordinary item (49,944) 196,478 76,578 Current liabilities:
Income tax expense (benefit) (18,093) 45,785 20,938 Current installments of capital lease and
Income (loss) before o installment note obligations $ 1580 $ 2744
extraordinary item (31,851) 150,693 55,640 Accounts payable 15,165 21,184
. . . Accrued payrolt 7,711 11,388
Extraordinary item - retirement of debt, Other accrued liabilities 16784 29081
et of tax 5,640 - — Total current liabilities 41,240 57,397
Net income (loss) $ (26211) § 150693 § 55640 Capital lease and installment note obligations, less
Per share data: current installments 359 1,991
Per share income (loss) before Deferred income taxes — 6,393

extraordinary item: Convertible subordinated notes 296,500 345,000

Basic $ 0.25) $ 119 % 0.49 338,099 410,781

Diluted 025 $ 110 § 0.45 - -

Ber oh oo o Cof o $ 02) 3 Stockholders’ equity:

er share extraordinary ilem, net of tax: Common stock, $.001 par value. Authorized 600,000,000

Basic s 004 8 — 3 = and 200,000,000 shares at December 31, 2001 and 2000;

Diluted $ 004 3% — 3 — 131,141,213 shares issued and outstanding at December 31,

Per share net income (loss): 2001 and 129,196,799 shares issued and 129,156,044
Basic $ (021) % 119 % 0.49 shares outstanding at December 31, 131 129
: Less common stock held in treasury, at cost;

Diluted 0.21 1.10 0.45 Y, '

i (02 § $ 40,755 shares at December 31, 2000 — (1,142)
S\m_@jﬂmanm<®_.m@m common shares AN@.Nmbﬁ_.\O ._Nmimmp@mh ‘_‘_w_&m._.mmw Additional Um_Qu_D ONU;N_ 451703 438.641
Weighted-average common and Accumulated other comprehensive income 458 79

common equivalent shares 129,784,170 136,498,208 123,600,567 Unearned ESOP compensation (390) (586)
Retained earnings 230,872 237,002
____Total stockholders' equity 682,774 674,123
Total liabilities and stockholders’ equity $1,020,873 $1,084,904
25 See accompanying notes to consolidated financial statements. ) See accompanying notes to consolidated financial statements.

TRIQUINT SEMICONDUCTOR. INC.
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Consolidated Statements of Cash Flows

Years Ended December 31, 2001 2000 1999
{in thousands)
Cash flows from operating activities:

Net income (loss) $(26,211)  $150,693 $ 55,640

Adjustments to reconcile net income (loss) to

net cash provided by operating activities:
Depreciation and amortization 29,782 22,731 14,668
Income tax benefit of stock option exercises 11,605 48,012 18,009
Adjustment to conform year end of pooled entity 39,099 — —
(Gain) loss on sale of assets . 334 93 (53)
impairment on assets 76,933 — -
Extraordinary gain - retirement of debt {9,401) — —
Non-cash compensation expense 318 — —
Loss on investments 15,755 — —
Deferred income taxes (27,635) (16,778) (4,567)
ESOP i 196 195 194
Change :
Receivables 43,406 (34,924) (12,961)
Inventories 15,403 (19,597) {4,569)
Other assets (5,839) 818 (1,119)
Accounts payable and accrued liabilities (16,750) 16,173 11,746
Net cash provided by operating activities 146,995 167,416 76,988
Cash flows from investing activities:
Purchase of available-for-sale investments (417,800)  (790,390)  (317,341)
Sale of available-for-sale investments 422,532 687,352 212,336
Purchase of held-to-maturity investments (225/483)  (469,462) (87,518)
Maturities of held-to-maturity investments 322,951 335,259 42,076
Decrease (increase) in restricted long-term assets 38,250 (12,634) —
Capital expenditures (147,066)  (109,245)  (26,717)

Purchase of preferred stock in investee companies  (6,800) (17,852) (1,248)

Purchase of other investment — (73,617) —
Proceeds from sale of assels 1,375 1 85
Net cash used in investing activities (12,041)  (450,588)  (178,327)
Cash flows from financing activities:
Principal payments under capital lease
and installment note obligations (2,796) (6,537) (5,669)
Proceeds from (repurchase of) convertible
subordinated notes (37,871) 345,000 —
Debt issuance costs — (11,080) T —
Purchase of cornmon stock for treasury (9,778) (1,098) (2,932)
Issuance of common stock, net 13,472 15,927 157,912
Net cash provided by (used in)
financing activities (36,973) 342,212 149,311
Net increase in cash
and cash equivalents 97,981 59,040 47,972
Cash and cash equivalents at beginning of year 163,747 104,707 56,735
Cash and cash equivalents at end of year $261,728 $163,747  $104,707
Supplemental disclosures of cash flow information:
Cash paid for:
Interest . $ 14150 § 7724 % 1214
Income taxes $ 11,586 $ 14133 § 8165
a See accompanying notes to consolidated financial statements.

TRIQUINT SEMICONDUCTOR. INC.
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Available-for-sale securities are recorded at fair value, based on current market valuation.
Held-to-maturity securities were recorded at amortized cost, adjusted for the amortization or
accretion of premiums or discounts. Unrealized holding gains and losses, net of the related
tax effect, on available-for-sale securities are excluded from earnings and are reported as a
separate component of other comprehensive income until realized.

Trade Accounts Receivable

Trade accounts receivable are shown net of an allowance for doubtful accounts of $2,565 and
$1,755 at December 31, 2001 and 2000, respectively. The Company performs on-going
evaluations of its customers and makes adjustments to its allowance for doubtful accounts as
information becomes available on customers’ ability to make payments. Additionally, the
Company has a credit policy that is applied to potential customers.

Inventories

Inventories are stated at the lower of cost, which approximates actual cost on a first-in, first-out
basis or market (net realizable value). Costs include materials, direct labor and overhead.
Inventories are shown net of reserves of $20,171 and $10,645 at December 31, 2001 and
2000, respectively. Existing inventories are reviewed on a regular basis and are evaluated
using criteria such as current and possible future conditions, such as existing backiog and
customer orders, current demand of products, customer feedback and other management
analysis. Although management feels that these are appropriate indicators of inventory
valuation, these are estimates based on information that is subjective. Future adverse
conditions could cause a need for additional reserves or write downs of inventory, which would
negatively impact the Company'’s results of operations.

Property, Plant and Equipment

Property, plant and equipment is recorded at cost. Machinery and equipment under capitat
leases is stated at the lower of the present value of the minimum lease payments at the
beginning of the lease term or the fair value of the leased assets at the inception of the lease.

Depreciation is provided using the straight-line method over the estimated useful lives of the
assets, which are as follows: three to seven years for machinery and equipment, fun

fixtures and computer equipment and software; three to seven years for leasehold
improvements and thirty-nine years for buildings. Leasehold improvements are amortized
over the shorter of the estimated life of the asset or the term of the related lease. Asset lives
are reviewed periodically to determine if appropriate and adjustments are made as necessary.
Depreciation begins at the time assets are placed in service. Maintenance and repairs are

expensed as incurred.

tem Anal

ure ana

Intangible Assets

Intangible assets principally result from business acquisitions, debt issuances and patents.
Patents, developed technology and other intangibles are amortized on a straight-line basis
over their estimated useful lives, ranging from 2 to 10 years. Financing costs related to the
issuance of debt are capitalized as other non-current assets, net and amortized to interest
expense over the term of the related debt using the straight-line method, which approximates
the effective interest method.

Intangible assets consisted of the following:

{in thousands) 2001 2000
Intangible assets:

Patents, technology and other $ 2,132 $ 2,132

_Debt issuance costs 9,851 11,080

11,983 13,212

Less accumulated amortization 4,013 2,246

$ 7,970 $10,966

{nvestments in Other Companies

The Company has made several investments in small, privately held technology companies in
which the Company holds less than 20% of the capital stock and does not influence control.
The Company accounts for these investments using the cost method. The Company monitors
these investments for impairment and makes appropriate reductions in carrying value when a
permanent decline is evident. The carrying value of the investments at December 31, 2001 is
$11,041 and are a component of other non-current assets.

Research and Development Costs

The Company charges research and development costs associated with the development of
new products to expense when incurred. Engineering and design costs related to revenues on
non-recurring engineering services billed to customers are classified as cost of goods sold.

Adveitising Costs

The Company expenses advertising costs as incurred.

TRIQUINT SEMICONDUCTOR. INC.
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Impact of Recently Issued Accounting Pronouncements

In July 2001, the FASB issued FASB Statements Nos. 141 and 142 (“SFAS 141" and
“SFAS 142"), “Business Combinations” and “Goodwill and Other Intangible Assets”. SFAS 141
replaces APB 16 and eliminates pooling-of-interests accounting prospectively. It also provides
guidance on purchase accounting related to the recognition of intangible assets and
accounting for negative goodwill. SFAS 142 changes the accounting for goodwili from an
amortization method to an impairment-only approach. Under SFAS 142, goodwill will be tested
annually and whenever events or circumstances occur indicating that goodwill might be
impaired. SFAS 141 and SFAS 142 are effective for all business combinations initiated after
June 30, 2001.

Upon adoption of SFAS 142, amortization of goodwill recorded for business combinations
consummated prior to July 1, 2001 will cease, and intangible assets acquired prior to July 1,
2001 that do not meet the criteria for recognition under SFAS 141 will be reclassified to
goodwill. Companies are required to adopt SFAS 142 for fiscal years beginning after
December 15, 2001. The Company adopted SFAS 141 and SFAS 142 on January 1, 2002.
In connection with the adoption of SFAS 142, the Company will be required to perform a
transitional goodwill impairment assessment. The pooling-of-interests treatment of the
Company's acquisition of Sawtek was unaffected by SFAS 141 and SFAS 142.

In August 2001, the FASB issued FASB Statement No. 143 (“SFAS 143”), “Accounting for
Asset Retirement Obligations”, which addresses financial accounting and reporting for
obligations associated with the retirement of tangible long-lived assets and the associated
asset retirement costs. SFAS 143 is required to be adopted for fiscal years beginning after
June 15, 2002. The Company will adopt SFAS 143 on January 1, 2003.

In August 2001, the FASB issued FASB Statement No. 144 (“SFAS 144”), “Accounting for the
Impairment or Disposal of Long-lived Assets’, which supercedes FASB Statement No. 121,
“Accounting for the Impairment of Long-Lived Assets and for Long-Lived to be Disposed Of".
This new statement also supersedes certain aspects of APB 30, “Reporting the Results of
Operations - Reporting the Effects of Disposal of a Segment of a Business and Extraordinary,
Unusual and Infrequently Occurring Events and Transactions”, with regard to reporting the
effects of a disposal of a segment of a business and will require expected future operating
losses from discontinued operations to be reported in discontinued operations in the period
incurred (rather than as of the measurement date as presently required by APB 30). In
addition, more dispositions may qualify for discontinued operations treatment. The provisions
of this statement are required to be applied for fiscal years beginning after December 15, 2001
and interim periods within those fiscal years. The Company adopted SFAS 144 on
January 1, 2002.

The Company believes that the implementation of the above newly issued pronouncements
will not have a material effect on its financial statements.

(2) Acquisition of Sawtek Inc.

On July 19, 2001, the Company acquired Sawtek. The Company issued approximately 48.8
million shares of common stock in exchange for all the outstanding common stock of Sawtek.
in addition, outstanding options to purchase Sawtek common stock were exchanged for
approximately 2.6 million options to purchase the Company’s common stock. The transaction
was accounted for as a pooling-of-interests transaction and qualified as a tax-free exchange of
shares. Merger-related costs of approximately $7.5 million were expensed in the third quarter
of 2001. Merger-related costs consisted primarily of investment banker, legal, accounting,
regulatory filings, printing fees and other costs.

All financial information set forth in these consolidated financial statements and related notes
have been restated to include the historical information of Sawtek. The Company and Sawtek
had certain differences in the classification of certain assets and liabilities in their historical
balance sheets. Material differences of Sawtek's presentation were conformed to reflect the
Company’s presentation.

The Company’s Consolidated Statements of Operations, Consolidated Statements of
Stockholders' Equity and Consolidated Statements of Cash Flows for the years ended
December 31, 2000 and 1999 were combined with Sawtek’s Consolidated Statements of
Operations, Consolidated Statements of Stockholders' Equity and Consolidated Statements of
Cash Flows for the years ended September 30, 2000 and 1999, respectively. The Company's
Consolidated Balance Sheet as of December 31, 2000 was combined with Sawtek’s
Consolidated Balance Sheet as of September 30, 2000. Sawtek’s results of operations
for the three months ending December 31, 2000, of $18,670, which was comprised of net
income of $20,081 offset by stock transactions of $1,411 and was reported as an increase
to the Company's Consolidated Statements of Stockholders' Equity for the year ended
December 31, 2001.

Below are selected results of operations for the Company and Sawtek for periods indicated.

Fiscal Years Ended, 2001 2000 1999
{in thousands})

Revenues:

TriQuint $240,286 $300,749 $163,663
Sawtek 94,686 159,841 100,276
Combined $334,972 $460,590 $263,939
Net income (loss):

TriQuint $ (40,965) $ 71411 $ 24,956
Sawtek 14,754 79,282 30,684
Combined $(26,211) $150,693 $ 55,640

TRIQUINT SEMICONDUCTOR, INC.
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(5) Leases

At December 31, 2001 and 2000, the Company had outstanding $1,939 and $3,889,
respectively, of capital leases and at December 21, 2000, the Company had $1,216 of
installment notes. The interest rates on these capital leases and installment notes range from
7.9% 10 9.9%. The leases are payable in monthly installments of principal and interest through
2003 and are secured by equipment.

The Company also leases certain equipment, office and manufacturing space under operating
leases that expire at various dates through 2005. The future minimum lease payments under
instaliment notes and non-cancelable leases as of December 31, 2001 are as follows:

Capital Operating
{in thousands) _ Leases Leases
Years ending:
2002 $1,648 $1,321
2003 367 240
2004 — 210
2005 N - —_ ] 210
Total $2,015 $1,981
Less amounts representing interest 76
Present value of minimum payments 1,939
Less current installments ~ 1,580
$ 359

Amounts applicable to capital leases, which are included in machinery and equipment, are
summarized as foflows:

(in thousands) 2001 2000
Machinery and equipment $ 8,061 $22,666
Less accumulated amortization 6,609 17,329

$ 1,452 $ 5337

Rent expense under operating leases was $11,392, $14,423 and $13,278 during the years
ended December 31, 2001, 2000 and 1999, respectively.

The Company entered into agreements to lease equipment in Dallas, Texas and Hillsboro,
Oregon. Rent obligations will expire at the end of the initial lease terms. In 2001, the Company
exercised its purchase options and bought out all outstanding equipment operating leases for
approximately $21,200.

The Company entered into a five-year lease with several financial institutions for the
construction of our Hillsboro facility. The Company exercised the purchase option on this
lease on May 2001 for $45,000 and are no longer obligated under this lease.

In August 2000, the Company acquired a 420,000 square foot wafer fabrication facility located
in Richardson, Texas for $87,000. The purchase was financed by a special purpose entity
(“SPE”) sponsored by a financial institution in which the Company contributed $73,000 and a
lender contributed $14,000. The portion contributed by the lender is 97% collateralized by the
Company through pledged investment securities and appears on the Company’s balance
sheet as “"Restricted Long-Term Investments”. The portion contributed by the Company
appears on our balance sheet as “Other Investment”. The SPE is not consolidated in the
Company'’s financial statements and the Company has accounted for the arrangement as an
operating lease. The Company is required to make lease payments through August 2005 or
purchase the property. If the Company elects to purchase the property, the Company will not
have to pay any additional cash but rather assign the pledged securities to the lender. The
Company may also renew the lease for an additiona! four-year period in August 2005. The
lease is secured by the value of the property as well as the pledged investment securities.
Restrictive covenants are also included in this financing arrangement which Spc:m. the
Company to maintain (a) a quick ratio of not less than 1.25 to 1.00, (b) fangible net worth not
less than the sum of $425,000 and (c) a maximum leverage ratio not greater than 0.50. As of
December 31, 2001, the Company was in compliance with these restrictive covenants.

(6) Line of Credit

The Company has a revolving credit agreement totaling $30.0 million from SunTrust Bank,
Central Florida, N.A. available through January 31, 2002. There were no borrowings against
the line of credit as of December 31, 2001. The Company has an annual commitment fee
equal to 0.10% of the unused line of credit. Restrictive covenants are also included with this
line of credit which require that the Company maintain a tangible net worth of not less than
$50,000 and ratio of total liabilities to tangible net worth of no more than 1.00. As of December
31, 2001, the Company was in compliance with these restrictive covenants. The Company did
not renew this line when it expired on January 31, 2002.

(7) Convertible Subordinated Notes

In February and March 2000, the Company completed the sale of $345,000 aggregate
principal amount of 4% convertible subordinated notes due 2007, raising approximately
$333,900 net of fees and expenses. The notes are unsecured obligations of the Company and
subordinated to all of the Company's present and future senior indebtedness. Interest on the
notes is payable in arrears semiannually on each March 1 and September 1. The notes are

TRIQUINT SEMICONDUCTOR, INC.
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The net change in total valuation allowance for 2001 was an increase of $5,856. The change
in valuation allowance relates to the portion of investment impairment that is subject to capital
loss limitations. The Company did not record a valuation allowance for the deferred tax asset
in 2000 or 1999, as management believes it is more fikely than not that the results of future
operations will generate sufficient taxable income to realize the net deferred tax assets.

At December 31, 2001, the Company had approximately $20,262 of net operating loss
carryforwards to offset against future income for federal income tax purposes, which expire
from 2018 through 2021, and $1,916 for Oregon state income tax purposes, which expire in
years 2012 through 2015. Additionally, the Company has income taxes receivable in the
amount of $4,590 as of December 31, 2001.

The Company provided for deferred taxes on the non-repatriated earnings of its subsidiary in
Costa Rica prior to fiscal 2000. This subsidiary benefits from a complete exemption from Costa
Rican income taxes through 2003 and 50% exemption thereafter through 2007. In 2000, the
Company determined that its investment in Costa Rica was permanent and that its earnings
are considered indefinitely reinvested; and, accordingly, no provision for United States federal
and state income taxes has been provided for 2000 or 2001. In addition, the Company
reversed the previous year's accrual for deferred income taxes resuiting in a one-time tax
benefit for the fourth quarter of 2000 of approximately $23,100 and a $16,700 benefit for the
fiscal year 2000. In the event the Costa Rican subsidiary ever remits these earnings to the
U.S. parent, the Company would be subject to U.S. federal and state income taxes. The
estimated unrecognized deferred income tax liability on these unremitted earnings at
December 31, 2001 and 2000 is approximately $34,300 and $26,700, respectively.

(9) Commitments

Commitments

In October 2001, the Company began the expansion of its Richardson, Texas wafer fabrication
facility. This expansion will add approximately 125,000 square feet of office space. The
expansion is expected to cost approximately $14,000 of which, $2,153 has been paid. The
expansion is expected to be completed in the third quarter of 2002.

(10) Concentration of Risk

Suppliers

The Company currently obtains some components, equipment and services for their products
from limited or single sources. The Company purchases these components, equipment and
services on a purchase order basis, does not carry significant inventories of components, and
does not have any long-term supply contracts with these vendors. Requirements of the
Company are relatively small compared to silicon semiconductor manufacturers. Access to
sufficient capacity from these vendors in periods of high demand may be limited, as the
Company often does not account for a significant part of the vendor’s business. If the Company
were to change any of its sole or limited source vendors, it would be required to requalify each
new vendar. Requalification could prevent or delay product shipments that could negatively
affect its results of operations. In addition, reliance on these vendors may negatively affect the
Company’s production if the components, equipment or services vary in reliability or quality.
the Company is unable to obtain timely deliveries of sufficient quantities of acceptable quality
or if the prices increase, results of operations could be harmed.

Credit Risk

The Company performs periodic credit evaluations of certain customers and generally does not
require collateral; however, in certain circumstances, the Company may require letters of credit
from its customers. All of the Company’s customers are in the communications markets.

Foreign Currency Exchange

At times the Company engages in foreign exchange forward contracts to lock in the cost of
foreign currency exposures for the purchase of equipment or raw materials denominated in
foreign currencies. While these forward contracts are subject to fluctuations in value from
movement in the foreign currency exchange rates, such fluctuations are offset by the change
in value of the underlying exposures being hedged. At December 31, 2001, the Company did
not have any open foreign currency exchange contracts.

The Company is not a party to leveraged derivatives and does not hold or issue financial
_sm:camam *2 :ma_:m purposes. Foreign currency confracts are entered into with major

investment grade credit ratings, thereby dec wmwﬁm the i

s
®

_omm Omsm and losses on instruments that hedge firm commitments are deferred an

included in the basis of the underlying hedged item.

TRIQUINT SEMICONDUCTOR. INC.
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(12) Employee Benefit Plans

Profit Sharing and 401(k) for Employees in the United States

The Company sponsors two voluntary contribution profit sharing and savings plan under
Section 401(k) of the Internal Revenue Code of 1986, as amended (the “Internal Revenue
Code”), covering substantiafly all employees in the United States. Employees can make
voluntary contributions up to limitations prescribed by the Internal Revenue Code. Company
matching contributions are discretionary and profit sharing contributions are based generally
on operating income. The Company made contributions approximately $2,226, $5,592 and
$1,813 under these plans for 2001, 2000 and 1999.

Costa Rica Profit Sharing Plan

The Company has a Profit Sharing Plan for its Costa Rica subsidiary covering substantially all
employees of this subsidiary. The Company contributed approximately $170, $147 and $101
to this plan during 2001, 2000 and 1999, respectively.

Employee Stock Ownership Plan

In 1991, the Company established an Employee Stock Ownership Plan covering substantially
all of the Sawtek employees in the United States. The ESOP purchased 6,753,280 shares of
common stock from substantially all of the common shareholders and 11,024,480 shares of
common stock from the Company in 1991. The transaction was financed from the proceeds
of a $4,000 loan from the Company. The Company accounts for these ESOP shares in
accordance with Statement of Position 76-3. As of December 31, 2001, 1,718,763 of these
shares remained unallocated. These shares will be allocated through fiscal year 2003.

The Company made contributions of approximately $237, $251 and $265 to the ESOP during
2001, 2000 and 1999, respectively. Allocations to participants’ accounts were 942,727 shares,
998,292 shares and 1,109,420 shares during 2001, 2000 and 1999, respectively.

Employee Stock Purchase Plan
Under the 1992 and 1998 Employee Stock Purchase Plans (the “Purchase Plans”), the

Company has authorized the issuance of 6,063,567 common shares, of which 1,928,376 were
ilahlo Or “mmc nra at _Jm\aD-STm.. 21 MN1 Tha _U_:.O_r.mmm *u“m".._m al [NYY) :@.

VG alv wOLCinvlr G, duvi. N rul vy Cnl

to purchase the Company’s common stock through payroll deductions, which may not exceed
15% of an employee’s base compensation including overtime and sales commission, not to
exceed amount subject to regutatory limits. The stock purchase price is equal to 85% of the
lower of the fair value at enrollment date or purchase date.

(13) Stock Options

Stock Option Plans

Under the 1987 and 1996 Stock Incentive Programs and the 1998 Nonstatutory Stock Option
Plan (the "Plans"), the Company has authorized the issuance of 11,386,612, 18,050,000 and
3,000,000 common shares, respectively, of which a total of 2,571,542 shares were available
to grant as of December 31, 2001. The Plans provide for the grant of incentive stock options
to officers and other employees of the Company or any parent or subsidiary, and non-qualified
stock options to officers and other employees of the Company, directors and consultants of the
Company. Subject to the discretion of the Board of Directors, options granted under the Plans
generally vest and become exercisable at the rate of 28% at the end of the first year, and
thereafter at a rate of 2% per month and have a ten-year term.

The exercise price of all incentive stock options granted under the Plans must be at least equal
to the fair market value of the shares on the date of grant. With respect to any participant who
owns stock possessing more than 10% of the voting rights of the Company's outstanding
capital stock, the exercise price of any incentive stock option granted must equal at least 110%
of the fair market value on the grant date. The exercise price of all non-statutory stock options
granted under the Plans must equal at least 50% of the fair market value of the common stock
on the date of grant. However, it is the Company's practice to issue options at fair market
value. The terms of all options granted under the Plans may not exceed ten years.

The fair value of each stock-based compensation award is estimated on the date of grant using
the Black Scholes option-pricing model assuming no dividend yield and the following
weighted-average assumptions for stock-based compensation awards during the years ended
December 31: .

Stock Option Plans
2001 2000 1999
Risk-free interest rate 4.56% 6.16% 5.55%
Expected life in years 54 5.0 5.0
Expected volatility 94% 86% 76%
Per share weighted-average fair value $11 $30 $11

Employee Stock Purchase Plans

2001 2000 1999
Risk-free interest rate 3.49% 6.11% 5.08%
Expected life in years 0.5 0.5 0.5
Expected volatility 114% 123% 79%
Per share weighted-average fair value $6 $37 $12

TRIQUINT SEMICONDUCTOR, INC."
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(14) Capital Structure

Preferred Shares Rights Agreement

On June 30, 1998, the Company adopted a Preferred Shares Rights Agreement (the
“Agreement”). Pursuant to the Agreement, rights were distributed as a dividend at the rate of
one right for each share of TriQuint common stock, par value $0.001 per share of the Company
held by stockholders of record as of the close of business on July 24, 1998. The rights will
expire on June 29, 2008, unless redeemed or exchanged. Initially, under the Agreement, each
right entitled the registered holder to buy one share of preferred stock for $20.83. On April 5,
2000, the Company approved an amendment to the Agreement to increase the per unit price
to $200.00. These prices are reflective of all stock splits. The rights will become exercisable
only if a person or group (other than stockholders currently owning 15% of the Company’s
common stock) acquires beneficial ownership of 15% or more of the Company’s common
stock, or commences a tender offer or exchange offer upon consummation of which such
person or group would beneficially own 15% or more of the Company’s common stock.

(15) Special Charges

During fiscal 2001, the Company recorded charges of $76,933 for an impairment of long-lived
assets to reduce the carrying value of plant and equipment for which market values were
impaired due to current and projected market conditions resulting in excess capacity. The
Company estimated the expected future cash flows to be generated by these assets and
compared this to the remaining book value of the facilities and equipment. It was then
determined that the facilities and equipment were impaired and a third party consultant was
engaged to prepare a valuation analysis. All owned facilities and equipment were reviewed.

Additionally during fiscal 2001, the Company recorded a charge of $15,057 related to a decline
of the carrying value of certain privately held investments. These investments were in smalf
companies whose valuations declined significantly in 2001 based on factors such as current
equity offerings, projected financial conditions and decline in market values of similar companies.

Merger-related costs of approximately $7,546 were expensed in the third quarter of 2001.

Merger-related costs consisted primarily of investment banker, legal, accounting, regulatory
filings and printing fees associated with the merger of Sawtek.

(16) Litigation

From time to time the Company is involved in judicial and administrative proceedings
incidental to the Company’s business. Although occasional adverse decisions (or setilements)
may occur, the Company believes that the final disposition of such matters will not have a
material adverse effect on its financial position or results of operations.

INDEPENDENT AUDITORS’ REPORT

The Board of Directors
TriQuint Semiconductor, Inc.:

We have audited the accompanying consolidated balance sheets of TriQuint
Semiconductor, Inc. and subsidiaries as of December 31, 2001 and 2000, and the related
consolidated statements of operations, stockholders' equity and cash flows for each of
the years in the three-year period ended December 31, 2001. These consolidated
financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these consolidated financial statements based
on our audits.

The consolidated financial statements of TriQuint Semiconductor, inc. as of December
31, 2000 and for the years ended December 31, 2000 and 1999, have been restated to
reflect the pooling-of-interests transaction with Sawtek Inc. as described in Note 2 to the
consolidated financial statements. We did not audit the 2000 and 1999 financial
statements of Sawtek Inc., which statements reflect total assets constituting 24% percent
in 2000 and total revenues constituting 35% and 38% percent, in 2000 and 1999, of the
related consolidated totals. Those statements were audited by other auditors whose
report has been furnished to us, and our opinion, insofar as it relates to the amounts
included for Sawtek Inc. as of December 31, 2000 and for the years ended December
31, 2000 and 1999, is based solely on the report of the other auditors.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes, examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing

“the accounting principles used and significant estimates made by management, as well

as evaluating the overall financial statement presentation. We believe that our audits and
the report of the other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of the other auditors, the consolidated
financial statements referred to in the first paragraph present fairly, in all material
respects, the financial position of TriQuint Semiconductor, Inc. and subsidiaries as of
December 31, 2001 and 2000, and the results of their operations and their cash flows for
each of the years in the three-year period ending December 31, 2001 in conformity with
accounting principles generally accepted in the United States of America.

KPMe P

February 5, 2002

TRIQUINT SEMICONDUCTOR. INC.
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Market for the Registrant's Common Equity and Related Stockholder Matters

We made our initial public offering on December 13, 1993 at a price of $1.83 per share. Our
shares are quoted on the Nasdaq National Market under the symbol “TQNT". The following
table sets forth the high and low price per share of our common stock as reported by the
Nasdaq National Market for the periods indicated (all prices are adjusted for all stock splits).

High Low
Fiscal Year Ended December 31, 2001
1st Quarter $49.38 $14.25
2nd Quarter 3273 10.25
3rd Quarter 25.90 14.28
4th Quarter $21.00 $10.75
Fiscal Year Ended December 30, 2000
1st Quarter $67.75 $25.31
2nd Quarter 66.63 23.75
3rd Quarter 59.25 30.56
4th Quarter $61.56 $21.00

The closing price of our common stock on the Nasdaq National Market on December 31, 2001
was $12.26 per share.

As of December 31, 2001, there were 131,141,213 shares of common stock outstanding held
by approximately 453 stockholders of record. Many stockholders hold their shares in street
name. We believe we have more than 85,000 beneficial owners of our common stock.

We have never declared or paid cash dividends on our common stock and do not anticipate
paying cash dividends in the foreseeabie future. We have a line of credit with a financial
institution, an operating lease and subordinated convertible debt, which all contain restrictive
covenants which could limit our ability to pay cash dividends or make stock repurchases. Any
future determination to pay cash dividends will also be at the discretion of the Board of
Directors and will be dependent upon our financial condition, results of operations, capital
requirements, general business conditions and other such factors as the Board of Directors
deems relevant.

FORM 10-K REPORT

A copy of our Annual Report and Form 10-K for the year ended December 31, 2001, filed with
the Securities and Exchange Commission, will be furnished without charge to stockholders by
a_mnsozm request to the Investor Relations Department at 503-615-9000 or upon written
request to: Investor Relations, TriQuint Semiconductor, Inc., 2300 NE Brookwood Parkway,
Hillsboro, Oregon 97124. it can also be accessed via our website at www triquint.com and
on the SEC website at www.sec.gov.

TRIQUINT SEMICONDUCTOR. INC.
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